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Preface

Minnesota State Government is one of the largest landowners in the United
States. The State Legislature has provided substantial direction for the
management of state-owned lands. Obviously, the interpretation of this corpus
of statutes into programmatic policy and procedures is a less than exact
science. This is a primary reason for identifying a unified and stable
managing body -- in this case, the Department of Natural Resources (DNR) -- as
responsible for establishing, implementing, and reporting on state public land

policy.

In recent years, a series of reports has been issued which either totally
or in part addresses the management of Minnesota's school trust lands. These
include the "Report of the Natural Resources Committee to the Constitutional
Study Commission" (August 1972), the Legislative Auditor's "Review of the
DNR's Operation and Management of the Permanent School Fund" (June 1981), the
Legislative Auditor's "Evaluation of State Timber Sales" (February 1982), and
the Legislative Auditor's "Evaluation of Minnesota Mineral Leasing" (June

1982).

These earlier reports, which were not produced by the DNR, have on the
whole resulted in some serious inaccuracies and a variety of administrative
interpretations of law by non-administering reviewers. These have resulted in
misunderstandings of DNR policy. Therefore, the present report will serve a

valuable role in clarifying and providing a comprehensive review of the

Department's policy for school trust land management.
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Introduction

The Minnesota Department of MNatural Resources (DNR) is currently
responsible for managing approximately 2.5 million acres of federally-granted
land fof the benefit of the state's elementary and secondary public schools.
(In addition, the state has retained the mineral rights to almost one million
acres of school trust land which were sold). These lands were granted to the
state in the nineteenth century for a variety of reasons: In 1857, the
Organic Act granted to the state sections 16 and 36 of each township for the
support of the state's public schools, which eventually resulted in the
conveyance of approximately 2.9 million acres; in 1860, 4.8 million acres were
granted for drainage of swampland; and, in 1866 Minnesota received .5 million
acres for internal improvements. (These total acreages were not all
immediately granted; rather, they represent the final granted acreages,
transferred after several years of land grant administration and Tand

selection).

The school, swampland, and internal improvement grants comprise the

DNR-administered trust lands.] Currently, approximately 62% (1,560,000

acres) of the school trust land is from the swampland grant, 38% (954,000
acres) is from the school grant, and less than 1% (7,000 acres) is from the
internal improvements grant. Although originally placed in separate trusts,
eventually these lands were combined into the school trust. (A1l of these

lands will hereafter be referred to as "school trust lands").

..1_




Collectively, these trust lands can be defined as lands granted to the
state by the federal government and held or administered by the state in trust
for the public. The lands may only be used or disposed of according to
specific procedures or directions defined in law. The proceeds from the use
or sale of these lands must be used for specific public purposes which are
consistent with the fiduciary responsibility. The DNR has been managing the
trust land since 1931, when the Department of Conservation, the agency's

predecessor, was established.

Revenues from the use or sale of the school trust lands are placed in a
nonexpendable account called the Permanent School Fund (PSF). The State Board
of Investment (SBI) is responsible for investing these funds "to secure the
maximum return thereon consistent with the maintenance of the perpetuity of

the fund.“2

The State Board of Investment consists of the governor, state
auditor, treasurer, secretary of state, and attorney general, as well as a
professional support staff. The PSF was created in 1862, when the first trust
land was sold, although the fund had been set up by the Enabling Act in 1857.
As of June 30, 1982, the PSF principal (equity) was $332,869,000, and an
average (over the past five fiscal years) of $19,619,200 has been distributed
annually to school districts in proportion to the number of children aged 5-21

within that district.3

It should be made clear at the outset that there is a statutory division
of responsibilities, as stated in the Minnesota Constitution and statutes,

between managing the trust lands for the public benefit, and managing the

trust fund (PSF) for maximum revenue. The DNR is entrusted with the former,

and SBI with the latter.




Although all public land states were granted land for schools in the
nineteenth century, the State of Minnesota has been one of the most provident

managers of trust lands, recognizing at the time of the grants that a

"perpetual and invio]ate"4 fund would offer the greatest long-term return

for the state's schools. An early policy shift from quick sale to greater
retention of these lands has increased the long-term return as land values
rose. Many other states disposed of their lands quickly or spent the revenues

directly, and therefore have little or no economic return today.

The issue of trust land management in Minnesota is an exceedingly complex
one, for several reasons. These include the existence of numerous federal
land grants (not originally for schools) which were eventually consolidated
with the school trust lands; other, non-trust federal grants; and several
state constitutional amendments and statutes which modified or gave additional
direction to the management of the school trust lands. In many ways, the sole
purpose of managing these lands for economic return to the fund has been
moderated by other public benefits, such as the creation of recreational
opportunities. This expansion of goals and priorities established by the

State Legislature has been overlooked by earlier reviews.

In order to understand school trust policy, it is necessary to provide a
brief description of the various types of lands which comprise the school
trust, as well as a distinction between these, other federal grants, and other
public lands. Since the number of land types and their names can be

confusing, this will be presented in outline form for quick referencing.




Land Grants Presently in the School Trust

School Lands: A1l public land states were allowed a grant of federal

land for the purpose of aid to public elementary and secondary
schools. If these tracts were occupied or reserved prior to transfer
of title to the state, "indemnity" or "in lieu" selections could be
made instead. Approximately 2.9 million acres was conveyed by this

grant.

Swamp Lands: In 1860, 4.8 million acres of "swamp or over-flowed
lands, which may be, or are found unfit for cu1tivation"5, were
granted to Minnesota, the proceeds of which were to be set aside for
the construction of levees and drains. This was by far the largest
of the federal land grants to the state. A Minnesota constitutional
amendment was adopted in 1881 which provided that swamp lands be sold

in the same manner as school lands and that proceeds go into a

permanent swamp land fund.6

Internal Improvement Lands: In 1866, Minnesota recognized that an

1841 federal statute granting land for internal improvements applied
to the state. Ultimately 496,482 acres were conveyed. Over 99% of
these lands were sold by the turn of the century, and in 1974,

proceeds from remaining lands were dedicated to the PSF.

State-Administered Trust Land not in the School Trust

University Lands: In 1851 and 1857, Minnesota received land grants

for the support of a state university. From the 92,160 acres
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originally granted, 26,050 acres remain.?

Agricultural College Lands: An 1862 act granted lands to the states

in proportion to their congressional representation. For Minnesota,
this resulted in a grant of 94,439 acres. By 1912 all of the
agricultural college lands had been sold. The proceeds from these

lands will remain perpetually in the University Fund.

Non-Trust Grants of Federal Land

Railroad Grants: Total railroad grants in Minnesota amounted to 12.8

million acres, or over 25% of the state's land.

Salt Spring Lands: 24,444 acres of salt spring lands were granted by

the federal government in 1871. At the present time, only 5,571

acres remain.

Public Building Lands: In the 1857 Enabling Act, ten sections (6400

acres) were granted for the purpose of public buildings. These lands

have all been sold.

Hopefully, this introduction has served to establish the basic
structure and definitions of the state's school trust lands.8
Understanding the current management policy for these lands requires a
knowledge of these basic distinctions, laws, and responsibilities. The

following report will discuss the DNR's school trust management policies

in detail, including written directions from law, administrative
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responsibilities, management of lands in DNR units, disposition and use,
and financial management. Preceding this, however, is an in-depth look
at the history of these lands and a profile of their current acreage,

geographic distribution, and revenues.

ENDNOTES -~ INTRODUCTION

Tuniversity trust lands are not managed by the DNR and their trust
is not related to the school trust.

2Constitution of the State of Minnesota, Article XI, Section 8.

3Figures quoted over the phone by Tom Casey, Department of Finance,
on 18 November 1932, and were rounded to the nearest thousand by
Finance. Total market value of the fund as of September 30, 1982 was
$270,823,298, and total cost of the fund was $314,529,954, as quoted by
Mike Schmidt, State Board of Investment. '

4constitution of the State of Minnesota, Article XI, Section 8.

512 Statutes 3, Act of March 12, 1860, cited in Minnesota Lands,
S.T. Dana, J.H. Alison, and R.N. Cunningham (Washington D.C., American
Forestry Association, 1960), pages 98 and 395.

6Constitution of the State of Minnesota, Article VIII, Section 2.

7Figures are current as of 01 December 1982, cited by Rod Rowe,
Bureau of Land, DAR.

8The introduction has focused on the differences between the
state's various trust fund lands and other grant dands; therefore,
descriptions of other state-owned lands, such as the 1.6 million acres of
Conservation Area tax-forfeit land, 2.9 million acres of
county-administered tax forfeit land, and the 1 million acres of
DNR-acquired land (purchase, gift, etc.) have been excluded as being
beyond the scope of the report.




I. Historical Qverview

Trust Fund Land Grants

Lands which were ... "received by grant from the federal government
impressed with a trust that receipts from them be used permanently
for certian specified purposes ..." are known as trust fund lands.

(Dana 1960 p. 190).

Minnesota was established as a territory with the passage of the
Organic Act of 1849. Under this act, Congress reserved sections 16
and 36 of each township in the territory for the support of public
(elementary and secondary) schools (State of MN 1980 p. xi).
Congress enacted Minnesota's enabling measure on February 26, 1857,
which authorized the State Government. Sections 16 and 36 or

"indemnity" selections (substitute lands of equal value) were offered

as public school land grants to the State Government (Gates 1968 p.

307).

In the process of achieving statehood, the voters of Minnesota
adopted the state's Constitution on October 13, 1857 (State of MN
1980, p. 1xi). The transfer of school lands to the state, as granted

under the enabling act, was finalized by an act of May 11, 1858, when




Minnesota was accepted as a state (Gates 1968 p. 308). The
Constitution provided for the administration of the school lands and
established a permanent school fund. The original wording of the
Constitution is as follows:
"The proceeds of such lands as are or hereafter may be
granted by the United States for the use of schools within
each township in this State, shall remain a perpetual
school fund to the State, and not more than one-third of
said lands may be sold in any two years, one-third in five
years, and one-third in ten years; but the lands of the
greatest valuation shall be sold first, provided that no
portion of said lands shall be sold otherwise than at
public sale. The principal of all funds arising from sales
or other disposition of lands, or other property, granted
... shall forever be preserved inviolate and undiminished
.." (Gates 1968 p. 307)
The school Tand grant to Minnesota under the 1857 Enabling Act

totalled 2,995,628 acres (Hallgren 1967 p. 139).

In addition to the school trust land grant, Minnesota's Enabling Act
granted 72 sections for a state university. This grant was linked to
a permanent fund which had already been established for a state
university in 1851 (Orfield 1915 p. 245). In 1870, Congress
determined that the 1851 and 1857 actions were indeed separate, and
therefore Minnesota was entitled to a double land grant totalling

four townships for support of a state university.

The Morrill Act of 1862 granted land to the states in proportion to
their representation in Congress. For Minnesota, this was expected
to result in the conveyance of 120,000 acres, which the legislature
dedicated in 1863 to the establishment of a college of agriculture
and mechanic arts. Although this land was at first given for support

of the agricultural college at Glencoe, which had been established in

1858, the emergence of the University of Minnesota caused the

~q




legislature to move these lands and their proceeds under the control
of the University of Minnesota and the University Fund in 1868. The
state actually received 94,439 acres from this grant, which have been

called "agricultural college" lands.

An internal improvement fund was also designated by the Enabling Act

under the following conditions:

", .. that five per centum of the net proceeds of sales of
all public lands lying within said state, which shall be
sold by Congress after the admission of the said State into
the Union, after deducting all the expenses incident to the
same shall be paid to said State, for the purpose of making
public roads and internal improvements, as the Legislature
shall direct." (Orfield 1915 p. 150)

In 1866, Minnesota acquired 496,482 acres of land for internal

improvements (roads, bridges, and similar developments), previously
made available under an 1841 federal statute (Dana 1960 pp.

144-145). An 1872 amendment to the Constitution restricted the sale
of these lands to the same procedure as school land sales and
directed the revenues to the internal improvement fund (Hallgren 1967
p. 143). After a long struggle, these lands were allowed to be sold

in 1881 to liquidate railroad bonds.

In 1860, provisions of the swamp land grant of 1850, which granted
land for the construction of levees and drains, were extended to
Minnesota. During the next 50 years, claims for over 4.7 million
acres of land were approved and patented to the state under this act
(Orfield 1915 p. 151). The state eventually granted 62% of this land
to railroad companies to help finance the construction of railroads,
and the state legislature diverted these lands for other purposes as

well. A constitutional amendment was passed in 1882 which stipulated
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that remaining swamp lands were to be sold in the same manner as
school lands with receipts deposited into a permanent swamp land
fund. One-half of the income from the fund would be apportioned to
the school fund; the other half would be split among specified

charitable and educational institutions (Hallgren 1968 p. 145).

At the turn of the century, the state maintained four permanent trust
funds. The principals of the school, swamp, and university funds
were made inviolate; use of the internal improvement fund required

approval of the electors of the state (Hallgren 1967 p. 143).

Non-Trust Federal Land Grants

Minnesota also received several federal land grants which were free

from any trust.

Between 1854-1365, the federal government granted 8 million acres to
the state for railroad construction. The state granted these lands,
as well as 2.9 million acres from the swamp land grant, to various

railroad companies. In addition, the federal government granted 1.9

million acres directly to the Northern Pacific Railroad.

Minnesota's Enabling Act granted to the state up to twelve salt
springs with six adjoining sections each (Orfield 1915 p. 149).

24,444 acres of salt spring lands were granted by the federal

government in 1871. In 1873, these lands were given to the

University of Minnesota, but even by that time, the vast majority of

the lands had been disposed of.
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Also in the Enabling Act, ten sections (6400 acres) were granted for

the purpose of public buildings. These lands have all been sold.

Additional land grants were made to the state for parks and forests.

Summary of Federal Land Grants

Following is a summary of Minnesota's early federal grants:

Purpose of Grant Acre52 Year4

Railroad : 8,315,318 1854
Swamp! 4,777,636 1860
Schools' 2,995,628 1857
Internal Improvements] 496,482 1866
Agriculture College 94,439 1862
University1 91,527 18573
Salt Springs 46,038 1857

Park and Forests 26,957 1892/1904
Public Buildings 6,397 1857

TOTAL 16,850,429

1 Indicates trust fund land grants (for which a permanent fund was
established)
2 State Records (Dana 1960 p. 111)
3 (Orfield 1915 p. 151)
Indicates year or years in which the initial grant was made; many
of the actual claims extended beyond the year of the initial
grant (Dana 1960 pp. 92-99)
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In total, the State of Minnesota received nearly 17 million acres, or
about one-third of the acreage of the state, in grants from the

federal government (Orfield 1915 p. 152).

Early Land Administration

Initial state administration of the granted lands in Minnesota has
been described as being patterned after federal policy: "a definite
intention on the part of Congress to get as much of the land as
possible into private ownership as fast as it could be surveyed"
(Dana 1960 p. 205). The state's initial policy toward the granted
lands ... "was to dispose of them for cash" (Dana 1960 p. 132). This

policy translated largely into agressive land sales, with the

proceeds directed into the respective trust funds or general fund.

The most valuable lands were sold first, as per Constitutional
order. These were the agricultural lands located in the southern
half of the state. The northern half of the state, largely forested
and containing numerous bogs, was less desirable to the early

settlers of the state.

Accounts of land administration during the late 1800's indicate
numerous acts of fraud, bribery, and neglect in both the public and
private sectors. The state's school lands in the north were
particularly susceptible to timber thefts:

"The situation finally became so malodorous that in 1893

the legislature appointed a Pine Land Investigating

Committee 'to inquire into any and all frauds that have
been committed at any time in any part of the state by
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which the public lands owned by the state ... have been
despoiled of their timber by open robbery and
under-valuation of their value, or by any other means'"
(Dana 1960 pp. 134-135).
Loss to the public school fund due to ... "lack of necessary
knowledge, judgement, or integrity" ... in legislation and
administration was estimated to be in the millions of dollars

(Orfield 1915 p. 147).

Other land grants were also linked to early land scandals. By 1881,
the state's entire railroad acreage and much of its swamp lands had
been granted directly to private railroad companies, the latter in
open violation of the trust (Dana 1960 pp. 148-149). Unfortunately,
the state was slow to adopt and enforce legal procedures for the
disposal of the lands. By the time such procedures went into effect,
much of the original acreage had been disposed of without adequate

compensation to the state (Orfield 1915 p. 147).

School lands were "the first federal grants to receive attention" by
the state (Dana 1960 p. 133). Two acts were passed in 1861 which
dealt with procedures for the sales of school lands. A minimum price
of $7 per acre was set for school lands under one act (Orfield 1915

pp. 154-155).

Although both of the 1861 acts were repealed, they were replaced by a

March, 1862 act which "established a State Land Office headed by the

State Auditor, who was made ex officio the State Land Commissioner
The Land Commissioner was given general charge and supervision

of state lands, with authority to sell, lease, and dispose of them as

provided by law" (Dana 1960 pp. 133-134). Under the 1862 act, the
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minimum price of school land was reduced to $5 per acre (Orfield 1915
p. 160). The school lands were first placed on the market in 1861.
The first state lands sales were held in 1862, when 38,247 acres of
school Tands were sold for $242,867, an average price of $6.35/acre.
These sales initiated the principal of the permanent school fund
(although the fund had actually been established in 1857) (Orfield
1915 p. 166).

During the first fifty years of statehood, the state legislature

"aimed at getting land - all land - into private ownership as the

best means of promoting 'public interest'" (Dana 1960 p. 206). State

lands were sold at prices which ranged from an average of

$5.71 - $19.62 per acre (Orfield 1915 pp. 166-167). Aside from the
grants to the railroads, the salt spring lands, and a portion of the
university lands, the state lands were disposed of at public sales

conducted by the Land Commissioner (Orfield 1915 p. 159).

The following chart summarizes the early land administration policies

adopted by the state:

Purpose of Original Acres % Disposed Average price
Federal Grant AcresS remaining-1912+ by 1912 per acre 7
Railroad 8,315,328 none 100 -
Swamp land 4,777,636 1,612,183 4 67 6.40 ©
Schools 2,995,628 838,953 71 6.33
Internal

Improvement 496,482 5,504 99 5.71
Agriculture

College 94,439 none 100 5.92
University 91,524 19,304 79 6.32
Salt Springs 46,038 38,395 16> --
Parks & Forests 26,957 26,957 none 3 -
Public Building 6,397 none 100 19.62
TOTAL 16,850,429 2,475,944




Approximate acreages; from (Orfield 1915 pp. 166-167) unless
otherwise noted; slight variances between state and federal
record sources.

7,643 acres were granted to a private salt company during the
years 1870-72; the remaining acreage was transferred to the
University in 1873. (Dana 1960 pp. 93-94)

These grants resulted in the transfer of lands for Itasca State
Park established in 1891, and for forest reserve established in
1905, now Burntside State Forest. A condition of these grants
was that the land must remain in use for the purpose of parks or
forests, or title would revert back to the U.S. Government (Dana
1960 p. 99).

Additional state claims were pending for indemnity selections.
(Orfield 1915 p. 167)

(Dana 1960 pp. 92-99)

Applies only to 283,567 acres (6%) which were sold; other swamp
land was granted, primarily to railroad companies (2,858,594
acres). (Orfield 1915 p. 167)

(Orfield 1915 pp. 166-167)

It is evident that by 1912 the state had made considerable progress
toward achieving the tranfer of land from public to private
ownership. Of its nearly seventeen million acres of granted lands,
the state had retained title to only approximately two and a half
million acres. Most of the remaining state land was swamp and school

trust lands located in the northern half of the state.

Shifts in Land Administration

Toward the turn of the century, doubts began to rise regarding the
soundness of the widespread policy to dispose of public lands: ...

"Depletion of forest and range land, increasing soil
erosion, and more irregular stream flow raised serious
question as to the ability of the country's supposedly
inexhaustible natural resources to meet the future needs of

a rapidly mounting population" (Dana 1960 p. 206).
-1G -




An awareness slowly emerged that public, rather than private, land
ownership best enabled management for the public interest, "the
greatest good to the greatest number in the long run" (Dana 1960 p.
207). This concept recognizes that the land base which supplies the
country's natural resources is limited, and that long-term management

is needed to conserve resources for future generations.

First on a national and then on a state level, Minnesota's public
land policy changed from one of "disposal to one of reservation (and
later acquisition)" (Dana 1960 p. 206). This shift in policy is not
directly stated in Minnesota legislation. No laws were passed
specifically to decrease the sale of state lands. The statutes
regarding state land sales have changed very little over the years
since the State Land Commissioner received authority to sell state
land in 1862. Current statutes now read:

"The Commissioner shall hold frequent sales of school and

other State Lands ... (as) provided by law ;.. at this sale

the commissioner shall sell such lands as he considers for

the public interest." (MN Stat. 92.12, Subd. 4).
What has changed, and is reflected by the legislature, is the concept
of the best public interest. The need for public land stewardship to
conserve and manage the state's natural resources is recognized by
many legislative acts, beginning with a mineral reservation act,
passed in 1889 (Dana 1960 p. 206). This act permitted the State
Auditor to reserve the state's mineral rights on land sales in three
iron-rich counties of northern Minnesota. A subsequent act was

passed in 1901 which made mandatory the reservation af all mineral

rights on all state land sales and exchanges (Orfield 1915 p. 222).
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Itasca State Park, established by the state legislature in 1891, has
been cited as ... "the earliest reservation of a specific tract for a
specific purpose" in Minnesota (Dana 1960 p. 151). 1In 1892, the U.S.
Congress granted all federal lands within the tract to the state for
park purposes; this grant was accepted by the Minnesota legislature
in 1893 (Dana 1960 p. 152). The state received two other grants for
parks and forest purposes. In 1904, 20,000 acres was granted for a
forest reserve, which is now Burntside State Forest. A wooded
half-acre island was also granted to the state in 1905 (Dana 1960 p.

99).

A 1914 amendment to the Minnesota Constitution authorized the
establishment and management of state forests on school and other
state lands (Dana 1960 p. 420). Legislation in 1925 created a
Department of Conservation under the supervision of the Commissioners
of Forestry and Fire Prevention, Game and Fish, and Lands and

Timber. (Dana 1960 p. 422) 1In 1931 the legislature designated a
large area of school and other public lands as state forests, and
reorganized the Department of Conservation, (now the Department of
Natural Resources) which assumed administrative responsibilities

(Dana 1960 pp. 155 & 424).

During the late 1800's and early 1900's, the policy of selling as

much state land as possible was stabilized and eventually reversed to
a general practice of reservation, conservation, management and
acquisition. The following table shows the total acres in each trust

land category in the years 1912, 1958 and 1982:
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Trust Land Acres Acres Acres
Category 1912+ 1958 % 19823
Swamp Land 1,612,183 1,607,433 1,557,516
School 838,953 995,842 953,243
Internal Improvement 5,504 7,077 6,677
University 19,304 25,715 26,050
TOTAL 2,475,944 2,636,067 2,543,486

1 (Orfield 1915 pp. 166-167)
12,000 acres were pending for indemnity selection. (Dana 1960 p. 191)
Minnesota Bureau of Land Records, June 30, 1982.

Much of the increase in acreage indicated between 1912 and 1958 was due to

land sales contract defaults during the Depression. Aside from this

unexpected gain, the state's trust land acreage has remained relatively

constant since 1912,




II. Existing School Trust Lands

What remains of the original grants

The school trust lands currently total 2,520,303 acres, out of the

more than eight million acres of lands originally given to the state

under various grants which eventually were consolidated into the
present school trust lands. Sixty-two percent of the present school
trust lands were originally part of the swampland grants, 38 percent
were granted as school trust lands, and less than one percent were
part of the internal improvement arants. In addition to the above
totals, nearly one million acres of mineral rights have been retained

on school trust land on which the surface has been sold.

Because the best agricultural land is found in the southern and
western parts of the state, these areas were settled first. In many
southeastern counties this occurred before the trust lands were
granted to the state, and as a result of these lands being pre-empted
by homesteaders, "indemnity" trust lands were granted to the state on
public domain land which remained in the northern counties. Trust
lands that the state did receive in the more fertile agricultural
areas were quickly sold since it was the state's early policy to sell
of f trust lands as rapidly as possible. Also, the state constitution
required that the most valuable lands be sold first. Regarding the
swampland grants, the majority of the lands were in the northern half
of the state where vast boglands exist. The result is that the

remaining school trust lands are predominantly located in northern

Minnesota.




The quality of the present school trust lands reflects the
"high~grade" disposal policies of the past, being in large part
either poorly drained bogland or having shallow and rocky soil, but
in either case being predominantly of low agricultural value.
However, recent trends in resource use and consumption have greatly

changed the way the value of the remaining lands must be viewed.

What was once considered worthless swampland is now being recognized

as both a valuable ecological asset having many positive resource
values and as an energy resource, because of its large peat

reserves. Likewise, the continued exploration of the state's mineral
resources has identified significantly greater opportunities for
mineral development than was known to be the case previously with the
limited information then available. It is estimated by the Division
of Minerals for example, that one-quarter of the state's peat
resource are on school trust lands, and one-third of the mineral

rights managed by DNR are on school trust lands.

Geographic Distribution

More than 82 percent of the present school trust lands are in the
seven northeastern Minnesota counties which comprise the Arrowhead
Region. The remainder are more scattered, mostly in the adjoining
regions of northern Minnesota. There are only small amounts of trust
land in the southern portion the state. For example, in the 16
counties south of the Minnesota River there are only 58 acres of

trust lands. Likewise, the lands where the state owns only the




mineral rights are concentrated in the northern half of the state.

However, the mineral rights-only ownership pattern is more scattered

than the surface ownership for school trust lands. (These are lands

on which the School Trust originally owned both the surface and the
mineral rights, but at some time in the past the state sold the

surface rights to the land, while retaining the mineral rights.)




TABLE __

SCHOOL TRUST LAND ACREAGE
RANKED BY COUNTY
FOR COUNTIES WITH MORE THAN 10,000 ACRES

Rank County Acres % of Total Cumulative
: T.F. Land Total %
in State* ]

Koochiching 854,652 33.
St. Louis 483,018 19,
Itasca 293,218 Hi
Lake 159,381
Cass 140,304
Aitkin 138,702
Cook 121,325
Beltrami 60,726
Roseau 50,375
Hubbard 29,433
Crow Wing 23,666
Pine ' 23,007
Clearwater 22,708
Marshall 22,403
Carlton 19,542
Becker 15,932
Kittson 14,763

33.4
52.6
64.2
70.6
76.1
81.6
86.4
88.8
90.8
92.0
92.9
93.8
94.7
95.6
96.4
97.0
97.6

oo~V HWN —~

[ e Wen len Nen Wean e R WK RO RE S QNS 64 Re))
OO0 LOLWVWOOUNOROOOTWIMN &

100%
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A1l other counties 47,538
State total 2,520,303

*This column does not total to 100% due to rounding
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Table

SCHOOL TRUST SEVERED MINERAL RIGHTS OWNERSHIP
RANKED BY COUNTY FOR COUNTIES WITH MORE
THAN 10,000 ACRES

County Acres % of Total Cumulative
T.F.Severed Tot. %
Mineral Rights*

Roseau 164,882
St. Louis 107,352
Aitkin 66,593
[tasca 64,480
Marshall 61,723
Cass 41,041
Kittson 39,734
Lake 35,840
Koochiching 35,329
Becker 29,378
Polk ; 28,535
Morrison 27 125
Ottertail 24,459
Pine 22,626
Beltrami 20,294
Wadena 18,937
Crow Wing 18,363
Carlton 18,125
Cook 15.217
Mille Lacs 14,782
Clearwater 14,428
Hubbard 13,735
Todd 12,901
Kanabec 11,690
Red Lake 11,283

16.6
27.4
34.1
40.6
46.8
50.9
54.9
58.5
62.1
65.1
68.0
70.7
13.2
75.5
77.6
79.5
81.4
83.2
84.7
86.2
87.7
89.1
90.4
92.7
92.7

1
1

OO B WR —
L] L] . .

6
8
7
5
ot
1
0
6
6
0
9
7
5
3
1
9
9
.8
«5
D
5
.4
3
2
1

—t d et e d e e ek e =S PNV WWWPRABRBOOIONO O
.
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.
—

A1l other counties 70,610 100 %

State total 989,462

*This column does not total to 100% due to rounding
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Trust Lands and DNR Management Units

Of the more than 2,520,000 acres of school trust lands currently
administered by DNR, nearly 64 percent are within the boundaries of
state forests, while another 32 percent are not part of any
management unit but are administered as forest lands outside of state
forests. Less than five percent of the trust lands are in other
types of units, with most being part of wildlife management units
(4%). Less than half of one percent are in state parks and other

recreational units (see table below).

DNR Administration of Trust Lands
% of Unit
: Acres School % of Tot. Class which
Unit Trust Land S.T. Land is S.T. Land

State Forests 1,604,783 63% 53%
Wildlife Management Areas 91,312 4 18
State Parks 9,717 5
Wild & Scenic Rivers 645 NA
State Waysides 640 NA
State Trails 238 NA
Public Access 204 NA
Total in DNR Units 1,707,592
Total not in Units 812,711
Total Surface 2,520,303
Total Mineral
Rights Only 989,462
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Revenues

Revenues from the school trust lands are derived from the sale of the
land, sale of the renewable and non-renewable resources on the land,
or the lease of its surface or subsurface rights. The two largest
revenue sources have always been timber sales and mineral leases,
contributing over 85% of the accumulated value of the Permanent
School Fund. Over the past several years, the revenues have averaged
$1,850,000 for timber sales and $1,700,000 for mineral leases.

(Detailed revenue data is found in Chapter 4).

Timber sales and mineral leases are the areas where the department
has been most aggressive in generating revenues from state lands.

The level of investment needed for economic return on mineral land is
much lower compared to forest land because the resource is simply

made available through leasing as opposed to the continual management

effort required for production of a renewable resource. (In the case

of timber: planting, thinning, fire protection, insect and disease

control, roads, etc.)

Various types of leases which have contributed the third largest
portion of revenue in current years include lakeshore, earth
materials, commercial, agricultural, governmental, squatter, peat,
billboard, hunting cabin, and other miscellaneous leases. The
revenues from these leases have averaged $360,000 per year over the

last several years.




Leasing and licensing on state lands for agricultural earth removal,
utility crossings, commerical, governmental and miscellaneous
purposes are initiated on a request basis where the individual or
entity requests the use of the land for a specific purpose. Upon
approval by the administering division, an appraisal is made and a

lease issued. Lease rates are based on a percentage of land value,

and as such the dollar returns per acre increase as land values

increase. Lakeshore lease rates are also based on percentage of land

value. New leases have been prohibited by law since 1974.

The level of funding needed to provide optimum revenue on state lands
from surface leasing (other than for minerals) has not been
determined but opportunities do exist for additional leasing
especially in the areas of agricultural, peat, earth materials and

commercial leasing.

School trust land sales, condemnations (purchase of trust fund land
by a governmental agency) and easements, are permanent transfers of
ownership or control of the land and make up the remainder of the
types of revenue to the permanent school fund. A1l three have been
sporadic over the last several years depending on private interest
for land and easements, and funding levels for condemnations. Over
the last several years, revenues from these sources have averaged

$352,000 per year.




Annual revenues to the school trust fund can be expected to continue

to increase as land values, mineral values and timber values
increase. Department funding levels for land management activities
is another factor which plays an important role in generating
revenues from these lands. Additional investments may be required to
more aggressively generate revenue from the Tands. For example,
revenues from the leasing of wild rice production lands may be
greater over time if the state assumes the costs of preparing the
land (building dikes, installing pumps, etc) and auctions the lease
to the highest bidder, instead of leasing the unimproved land at a

Tower rate.

Administration, Protection and Management Costs

School trust lands make up about 48% of the total land area
administered by the Department of Natural Resources. Although the
department provides other services to the public, there are several
divisions within the department which are directly involved in the
administration, protection and management of the state's land base.
Costs associated with these activities are found on the table in

Chapter 4.

The Division of Forestry has management responsibility for the 3
million acres within state forests and 1.5 million acres of
undedicated lands outside of state forests. School trust lands make
up about 54% of these lands under Forestry management. Over the last
several years, forestry costs on school trust lands have been

averagina $2,170,00C per year.

TR~




0f the mineral rights administered by the department through the
Division of Minerals, about 35% are school trust lands. Of the peat
lands also administered by the department, about 25% are school trust
lands. Cost for these activites on school trust lands have been

averaging $480,000 per year over the last several years.

The Bureau of Land is responsible for the acquisition, exchange, sale

and lease of land, its appurtenances and rights (except for minerals
and timber), the keeping and maintenance of records and maps and the
coordination of recommendations for state land administration
activities. A1l of the Bureau's activities, with the exception of
acquisition, involve school trust land in varying degrees. Land
administration costs over the last several years averaged $176,000 on

school trust lands.

The General Fund primarily supports these departmental activities
which, in turn, provide revenue to the school trust fund and the
protection and management to the school trust lands. Another cost
involved which is funded by the General Fund is the annual in-lieu of
tax payment for the school trust lands. This payment, authorized by
the legislature in 1979, is 37.5 cents per acre for federally granted

lands and has approximated $950,000 annually for the last three years.




Other activities within the department which have more indirect
benefits to the school trust lands include the Division of Waters

(dam safety, public waters inventory and permitting, land use

management, etc.), Office of Planning (land suitability study,

research and policy, environmental review, etc.), Bureau of
Engineering (surveys, engineering services, maps, descriptions),
Bureau of Financial Management (accounting services and the Attorney
General's Office (legal services), Parks and Recreation and Fish and
Wildlife (program management activities). The actual cost figures
for these activities cannot be estimated with a reasonable degree of

accuracy.

These direct and indirect costs have a bearing not only on the
revenues currently generated from the school trust lands, but on the

maintenance and protection of their future value.




PERMANENT SCHOOL FUND REVENUE BY SOURCE

SOURCE FY 78 FY 79 FY 80

Leases: Dollars

Agricultural 11,652 11,489 12,449 14,660 15,606 18,023 32,242 116,121
Commercial 14,620 11,887 15,969 18,939 17,937 43,844 56,974 180,170
Earth Materials 41,189 60,045 104,409 87,859 119,035 81,505 60,812 554,854
Governmental 1,138 1,475 2,476 2,578 2,249 5,597 13,024 28,537
Hunting Cabin 685 805 685 650 2,995 3,630 3,560 13,010
Lakeshore 64,735 96,025 146,913 190,172 206,783 216,496 218,398 i.139.522
Miscellaneous 9,032 8,265 7,836 5,069 5,211 4,129 5,786 45,328
Squatter 1,600 1,625 1,610 1,560 465 4,935 2,900 14,695
Bill Board 0 0 0 86 0 0 0 : 86

Peat 738 738 - 738 1,276 320 440 1,753 6,003

Utility Licenses 97,320 23,865 57,247 135,339 51,817 31,728 32,260 429,576

Easements 4,376 9,571 5,811 6,882 20,914 13,566 15,501 76,621
Land Sales 83,189 46,918 63,591 36,187 53,563 238,854 203,750 726,052
Condemnations 348,269 1,550 82,888 440,693 215,038 73,940 500,025 1,662,403

Timber Sales
(Total T.F.) 1,317,381 1,633,100 1,545,813 2,040,645 2,161,055 2,148,689 2,117,011 12,963,694

Mineral Leases 1,053,409 1,318,185 1,131,946 1,403,688 2,667,918 2,313,657 2,018,263 11,907,066

Miscellaneous 342 106 452 820 1,960 0 2,439 6,119
Revenue

3,049,675 3,225,649 3,180,833 4,387,103 5,542,866 5,199,033 5,284,698 29,869,857




PERMANENT SCHOOL FUND LAND
ADMINISTRATION, PROTECTION AND MANAGEMENT COSTS

Discipline FY 77 FY 78 FY 79 FY 80 TOTAL

DOLLARS

Minerals 302,280 ' 302,280 535.558 540,937 529,167 585,119 564,283 3,359,124
Forestry
State Forests 1,386,706 1,957,448 1,395,093 1,195,592 1,289,165 1,238,556 2,491,557 10,954,117
Outside State Forests 506,429 832,401 511,220 397,278 450,720 421,815 1,129,419 4,249,282
Land ﬁureau 139,387 143,613 148,253 162,553 {76.106 205,291 259,561 1,234,764

SUBTOTAL 2,334,802 3,235,742 2,589,624 2,296,360 2,445,158 2,450,781 4,444,820 19,797,287

In Lieu of Tax Payments 945,754 944,836 945,114 2,835,704

TOTAL 2,334,802 3,235,742 2,589,624 2,296,360 3,390,912 3,395,617 5,389,934 22,632,991




SCHOOL TRUST FUND LANDS
in State Parks and Waysides

Acres %/Park Facilities
1,252 28.6 road, trail
6.5 2.1 trail
trail
trail
road, trail
none
¢ 7. Judge Magney . none
EpA™ M : trails
O.97Little Elbow A none
/" noamuymBEm" |
. Mitle Lacs Kathios ’ trails
‘u,_ .2 campgrounds, service

court, picnic area,
trails, residence

trails

o/
2% /s Savanna Portage s s trails, portage

2 /o S — : service area,

2 campgrounds, beach,
picnic area, boat ramp,
road, trails

/ /o Schoolcraft A , residence, service area,
campground, boat

landing, picnic area,
road, trails

Waysides %/Park Facilities
“Caribou Falls 40 45.5 no development
( =Cross River 600 23.4 no development

TOTAL 10,357.26
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TRUST FUND LAND MANAGEMENT REPORT
PRELIMINARY OUTLINE

Preface (state purpose of document)

I. Historical Overview

Content -- general description of TF Tlands:  origins and initial
management/disposal policy; federal then state. Include passages from
Enabling Acts and other pertinent Tlegislation. (Generally, describe land
grants, tax-forfeited lands, and acquired lands; show the differences
among them.)

Existing Trust Fund Lands

A. Comparison of original grant and existing land acreages
B. Geographic distribution (with map), by "sub-fund" lands
Swamplands 1,559,714 acres
School Lands 607,075 acres
Indemnity School 346,097 acres
Internal Improvement 6,677 acres
TOTAL TFL 2,519,563 acres

Acreage of lands within various management units and lands not in
units

Revenues generated from TFL for PSF (overview/introduction)

Administration, protection, and management costs (overview/
introduction)

III. Mandates and TFL Management Goal

A. Federal conditions of original grants
B. Constitutional provisions

Recap and/or embellishment of statutes (from section I.) which
pertain to restrictions on management of TF Lands.

Goal

1. Overall Goal of TFL management is to "secure the maximum
Tong-term economic return from the trust fund lands consistent
with sound natural resource conservation and management
principles.” (Commissioner's Office 6/17/81)




E.

Ahm1n1str tion 0. Trust Fund 1 ands

In this section, focus on f lati directives, DHR gquidelines,
operational orders, administrati istory, and address major concerns of
legislative audit.

B, Introduction (brief)

1. DNR Organization -- explain overall organizational structure.
Explain relationships and ocutline responsibilities of:
. Commissionar's Office
Land Bureau
Division of
Division of

B. TFL in DNR Management

x Note: for each topic includad in this section, the following
formation should b2 included:

Background : .
. Per*“n' i ni (by subactivity area wner

PercenL total unit acr:agq in TFL
Distributior ?)

Administrative and management directives

; Enabling legislation

. Other pzartinent state anc federal 1e9151af!nﬂ

* Pertiuen% DNR policies, operational orders,
commissicnar's orders, or other guicence

Management

d. Relevant issu (and ositive actions pertaining to
resoiution issu2

T TFL in state feorests inc i &1 of BWCA and Voyageurs
National Park)

2. TFL in wil

TFL in En W2 manaasmant i b1 ¢ ails
#ild and ' ~ ' ’




Forestry
Lands -- lake e leases
Lands -- other surface leases (specify types to be included)
Lands -- road and utility leases
Financial Management

1. TFL management vs. PSF management

2. Composition of revenuss (by source, administering discipline,
and/or location

Distribution/investment procass
Compensation for use
Administrative costs

Trust Land Sales and Exchange

* Note: Use outline similar to that used in B. and C., above
1. Trust land sales

2 Trust land exchang=s

Current Activities Affectinc lanagame (Only those topics which are
not covered fully 1 he previous would be included in this
section)

Land exchange

Lekeshore l1easing

Lancd suitability study
Resumntion of copper-nicx
Peat policy study

MERP

I

RU Ve




SCHOOL TRUST FUND LANDS
in State Parks and Waysides

Acres %/Park Facilities
1,252 28.6 road, trail
6.5 2.1 trail
2.6  trail
2.4 trail
5.3 road, trail

0.7 none

Judge Magney none
Lake-Bemidji, . o krarls
Little Elbow . none
MeCarthy Beach . trails
Miskle Lacs Kathio . 5 trails

Nerstrand Woods > campgrounds, service
court, picnic area,
trails, residence

Savanna Portage . | trails, portage

Scenic ' service area,
2 campgrounds, beach,
picnic area, boat ramp,
road, trails

Schoolcraft - ! residence, service area,
campground, boat
landing, picnic area,
road, trails

Waysides Facilities

Caribou Falls 40 no development

Cross River 600 no development

TOTAL 10,357.26
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SCHOOL TRUST FUND LANDS
in State Parks and Waysides

Acres %/Park Facilities
1,252 28.6 road, trail
6.5 2.1 trail
35.23 4 trail
40 ‘ trail
road, trail
none
Judge Magney " none
ake Bemidji 5 trails
Little Elbow . none
Me€arthy Beageh . trails
Mihle Lacs. Kathio . trails

Newstrand Woods . campgrounds, service

court, picnic area,
trails, residence

Savanna Portage ; . trails, portage

Scenie . service area,
2 campgrounds, beach,
picnic area, boat ramp,
road, trails

Schoolcraft . ‘ residence, service area,
campground, boat
landing, picnic area,
road, trails

Waysides Facilities

Caribou Falls 40 no development

Cross River 600 no development

TOTAL 10,357.26




Park

Bear Headelsake
Faher HERNED N
Glacial Lakes
Geeseberry Falls
Itasca -

day Cooker

Judge Magney
lsake: Bemidjd
Little Elbow
Me€arthy Beach
Midde Lacs Kathio

Nerstrand Woods

Savanna Portage

Sgenie~

Schoolcraft

Waysides
Caribou Falls
Cross River

TOTAL

SCHOOL TRUST FUND LANDS
in State Parks and Waysides

Acres %/Park
1,252 28.6
6.5 2.1
35.23 2.6
40 2.4
1,613.76 5.3
80

%/Park
45.5
23.4

Facilities

road, trail

trail

trail

trail

road, trail

none

none

trails

none

trails

trails

campgrounds, service
court, picnic area,
trails, residence
trails, portage
service area,

2 campgrounds, beach,
picnic area, boat ramp,
road, trails
residence, service area,
campground, boat

landing, picnic area,
road, trails

Facilities

no development

no development
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TRUST FUND LAND MANAGEMENT REPORT
PRELIMINARY OQUTLINE

Preface (state purpose of document)

I.

Historical Overview

Content -- general description of TF lands: origins and initial
management/disposal policy; federal then state. Include passages from
Enabling Acts and other pertinent legislation. (Generally, describe land
grants, tax-forfeited lands, and acquired Tlands; show the differences
among them.)

Existing Trust Fund Lands

A. Comparison of original grant and existing land acreages
B. Geographic distribution (with map), by "sub-fund" lands
Swamplands 1,559,714 acres
School Lands 607,075 acres
Indemnity School 346,097 acres
Internal Improvement 6,677 acres
TOTAL TFL 2,519,563 acres

Acreage of lands within various management units and lands not in
units

Revenues generated from TFL for PSF (overview/introduction)

Administration, protection, and management costs (overview/
introduction)

. Mandates and TFL Management Goal

A. Federal conditions of original grants
B. Constitutional provisions

Recap and/or embellishment of statutes (from section 1.) which
pertain to restrictions on management of TF Lands.

Goal

1. Overall Goal of TFL management is to "secure the maximum
long-term economic return from the trust fund lands consistent
with sound natural resource conservation and management
principles.” (Commissioner's Office.6/17/81)




Advisary group
and 3)

Administr 10n oF T U

In this section, focus o gislative directives, DHR gquidelines,
operational ordﬂr', adminis ive history, and address major concerns of
1oo1s1dt1vo audit.

A. Introduction (brief)

1. DNR Organization -- explain overall organizational structure.
Exnlain relationships and outline responsibilities of:
‘ Commissionar's Office
Land Bureau
Division of Fore
Division of Miner

TFL in DNR Management

* Note: for each topic includzad in this section, the following

infermation should b2 included:

a. Background: pertinent cata
: Percent TFL in unit (by subactivity area wher
appropri
Perctn Lo unit acresage in TFL
Distributi TF Lands (?)

historical

management

a. nt i Ues [ ano fLive tions =srtaining to

1. TFL in state forests inciy B S 1 W nd Voyageurs
National Park)

& TFL in wildlif




5 e
LOSouUrce e afe

use same outline format as in the prece
subsurface lz2ase
Forestry -- timber sales

Lands -- lakeshore leases

Lands -- other surface leases (specify types to bz included)

Lands -- road and utility leasss
Financial Management

1. TFL management vs. PSF management

2. Composition of revenues (by source, administering discipline,
and/or location

Distribution/investment process
Compensation Tor use
Administrative costs
Trust Land Sales and Exchenge
* Note: Use outline similar to that used
1. Trust land sales
2. Trust Tand exchangas

1

Current Ect1w1uwu§ Affecting TFL Menagam (Only those topics which are
not covered fully in the previot ect would be included in this
section)

A. Land exchange guidelines
8. Lakeshore leasing and lake
Lanc suitaoility study
Resumotion of copper-nick

Peat policy study
IFRP

Mineral poitential evel

Revenus tashk Torces
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ce (state purpose of document)

Historical Overview

111.

Content -- general description of TF 1lands: origins and initial
management/disposal policy; federal then state. Include passages from
Enabling Acts and other pertinent legislation. (Generally, describe land
grants, tax-forfeited lands, and acquired lands; show the differences
among them.)

Existing Trust Fund Lands

A. Comparison of original grant and existing land acreages

B. Geographic distribution (with map), by "sub-fund" lands

Swamplands 1,559,714 acres
School Lands 607,075 acres
Indemnity School 346,097 acres
Internal Improvement 6,677 acres

TOTAL TFL 2,519,563 acres

Acreage of lands within various management units and lands not in
units

Revenues generated from TFL for PSF (overview/introduction)

Administration, protection, and management costs (overview/
introduction)

Mandates and TFL Management Goal

A. Federal conditions of original grants
B. Constitutional provisions

Recap and/or embellishment of statutes (from section I.) which
pertain to restrictions on management of TF Lands.

Goal

1. Overall Goal of TFL management 1is to "secure the maximum
Tong-term economic return from the trust fund lands consistent
with sound natural resource conservation and management
principles." (Commissioner's Office 6/17/81)
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group {Lews

tion of Trust Fund | _ands
In this section, focus on legislative directives, DHR guidelines,
operational ord°r5 administrative history, and address major concerns of
legislative audit.

A.

DNR Organization -- explain overall organizational structure.
Explain relationships and outline responsibilities of:

3 Commissionar's Office

. Land Bureau

i Division of Forestry

: Division of Minerals

TFL in DNR Me ment Units

* \ctn' For each topic included in this section, the following
inf tion should b2 included:

Background: ar nt cata

tine
! PerL»nL or TFL in unit (by subactivity area

appropriate)
Percent of total unit acre in TFL
Distribution of TF Lands (?

asment directives

o Ot:lj‘r'
PerL=

d. ] a issues [(and asitis 2ctions psrtaining to

1. TFL in state fores inciuda di 5 F BWCA and Voyageurs
National Park)

2% | TrL




-~y - - . - .
t oasing and Timber Sale

Forestry

Lands --

Lands -- : (specify types to be included)
Lands -- road and utility leases

Financial Manage

1. TFL management vs. PSF management

2. Composition of revenues (by source, administering discipline,
and/or location

Distribution/investment proceass
4. Compensation for use
O Administrative costs
Trust Land sales and Exchange
* Note: Use outline similar to that used in B. and C., above
1. Trust land sales

2. Trust land exchangas

Current Activities Affecting TFL Menagzment (Only those topics which are
not covered fuily in the previous sect would be idincluded in this
section)

Land exchanges guidelines
leasing and 1

Land suitability study

Resumotion of copper-nickel leasing

Peat policy study

FRP

Mineral potential evaluation LCMR project

Revenus tash Torces
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TRUST FUND LAND MANAGEMENT REPORT
PRELIMINARY OUTLINE

Preface (state purpose of document)

I. Historical Overview

Content -- general description of TF lands: origins and initial
management/disposal policy; federal then state. [Include passages from
Enabling Acts and other pertinent legislation. (Generally, describe land
grants, tax-forfeited lands, and acquired lands; show the differences
among them.)

Existing Trust Fund Lands

A. Comparison of original grant and existing land acreages
B. Geographic distribution (with map), by "sub-fund" lands
Swamplands 1,559,714 acres
School Lands 607,075 acres
Indemnity School 346,097 acres
Internal Improvement 6,677 acres
TOTAL TFL 2,519,563 acres

Acreage of Tlands within various management units and lands not in
units

Revenues generated from TFL for PSF (overview/introduction)

Administration, protection, and management «costs (overview/
introduction)

IIT. Mandates and TFL Management Goal

A. Federal conditions of original grants
B. Constitutional provisions

Recap and/or embellishment of statutes (from section I.) which
pertain to restrictions on management of TF Lands.

Goal

1. Overall Goal of TFL management 1is to "secure the maximum
long-term economic return from the trust fund lands consistent
with sound natural vresource conservation and management
principles." (Commissioner's Office 6/17/81)




ub1i¢ concerns
Adviscry group {Lews of Minnesotz for 1882 h. 548, Art. 4, Sec. 2
and 3)

A€m1n15trc ion Li TPUJL Fund '?n”'

In this section, focus on Jlegislative directives, DNR guidelines,
operaticnal orders, &dmiﬂiStraleq history, and address major concerns of
legislative audit.

A.  Introduction (brief)
1. DNR Organization -- explain overall organizational structure.
Explain relationships and cutline responsibilities of:
. Commissionar's Office
Land Bureau
Division of F
Division of Mi
TFL in DMR Management

* Note: for each tonic includzd in this section, the following
information should b2 included:

a. Background:
¥ Percent of TFL in unit (by subactivity area wher
appropriate)
Percent of total unit acreage in TFL
Distribution of TF Lands (?)

b. Administrative and manazgasment directives
. Enabling legislatio
" Otnher partinent state and federa
. Pertinent DNR po’icies opera
commissioner's orders, or other guidance

1

Management

pertaining to

TFL in state forests inciu liscussi of BWCA and Voyageurs

National Park)
TFL in wildlife &

in state




Lands --
Lands -- (specify types to b
Lands -- road and utility leases

Financial Management

.

1. TFL management vs. PSF management

2. Composition of revenues (by source, administering discipline,
and/or location

Distribution/investment process

L

Compensaticn for use
Administrative costs

Trust Land Sales and Exchange

x Note: Use outlins similar to that used in B. and C., above
| I8 Trust

2 Trust

Current Activities Affecting TFL Manag (Only those topics whicn are
not covered fully in the pr i would be idincluded in this
section)

A. Land exchange quidelines
ge g

hore leasing an

Lanc suitability study

Resumption of copper-nicksl leasing
Peat policy study

MERP

Mineral potential evaluat

Revenus tash
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STATE OF MINNESOTA

DEPARTMENT NATURAL RESOURCES Office MemOf andum

PERT Committee DATE: January 28, 1985

Rod Sa#do, Administrator PHONE: 7-4931
Land Bureau

SUBJECT:

w;: trust land court cases and opinions, and
management in other states which may be helpful in formulating our
goal statement.

We have extensive materials on file from which these summaries were
derived, if further information is desired.

I suggest that the following language should be used for the goal
statement:

To secure the maximum long-term economic return from the school
lands, consistent with the fiduciary responsibilities to the
trustee, consistent with sound natural resource management princi-
ples, and specific policy guidance as provided in the state con-
stitution and state law. '

RWS : SAW: kms

cc: Tom Balcom
Steve Thorne
Gene Gere
Paul Faraci







SUMMARY QOF COURT CASES AND OPINIONS

REGARDING TRUST FUND LANDS

Alaska: University of Alaska vs. State of Alaska
The state granted leases at less than value, therefore, the State breached

its trust agreement with the University.

*—Alaska: Opinion Supreme Court of Alaska 1981
It was a breach of trust to include University trust land in a State
_Park without compensation.

Arizona: Lassen vs. Arizona 1967
Arizona must compensate the trust for full value of lands (for high-

way rights of way, etc.).

California: AGO Opinion by Stanley Mosk, Attorney General,
Paul W. Joseph, Deputy 1963
"The Legislature does not have authority to relieve any particular par-
cel of school lands or all school lands of the implied school trust
by authorizing the transfer of possession or control of the lands for
purposes of a state agency which purposes have nothing to do with public
schools generally unless the full market value is received for the amount
of the school land trust.”

AGO Opinion by Robert L. Woodahl, Attorney General 1976

The state must compensate its school trust in money for the full appraised
value of any school trust lands designated as or exchanged for natural
areas.

Montana: Opinion by Mike Greely, Attorney General, State of Montana 1983
"The Board of Land Commissioners in establishing state grazing lease
fees has not only the authority to negotiate leases in excess. of the
formula established by statute, but, in light of its constitutional
sources, an absolute duty to achieve fair market value on each grazing
lease. it negotiates."

Nebraska: State ex rel. Ebke vs. Board of Education Lands and Funds 1951
A trustee in so handling trust property, violates his duty as a trustee,
The trustee's handling of trust property including the rental thereof,
must be in such a manner as to produce a reasonable rental based upon
the fair market value of the property. This duty was imposed on the
state by the constitution when it designated the state as a trustee.
The plan set up by the Legislature is inconsistent with the duties imposed
by law upon a trustee and, consequently, inconsistent with the grant
and the acceptance thereof. A breach of trust in such a situation is,
in effect, a violation of the constitutional provision and has the effect
of invalidating the legislation authorizing the breach,

The evidence establishes that the legislation in question operates to
the special benefit of existing lessees desiring to continue as such
at rental based on an arbitrary valuation shown to be much less than
the fair market value of the property. This is not within the power
of the legislature. It's duty in providing a method of administering




New Mexico:

Oklahoma:

Oklahoma:

Washington:

Washington:

a trust of which the state is a trustee is to act for the best interest
of the trust estate and obtain for it the most advantageous return pos-
sible.

AGO Opinion by Art Waskey 1983
Statutory maximum lease rates may be an unconstitutional limitation
on the trustees' ability to produce income for the beneficiaries.

Opinion by Jan Eric Cartwright, Attorney General, State of Oklahoma 1981
The Commissioners are under a duty to appraise and reappraise (preference
right and non-preference right) lands prior to leasing or re-leasing

the same, in order to assure that the rental rate will be economic.

Oklahoma Education Association vs. Nigh 1982

Ruling that the trust must be managed for the exclusive benefit of
the public schools, That state officials are mandated by the Constitu-
tion to maintain the maximum rate of return to the trust estate.

The County of Skamania v. the State of Washington 1984

The Washington Supreme Court invalidated the Forest Products Industry

Recovery Act of 1982, which modified contracts for the sale of timber

from state trust lands. The act violated the state's fiduciary duties
to the trust beneficiaries under the State Constitution.

U.S., v, 111.2 Acres of Land in Ferry County, Washington 1968

The U.S. Government was not permitted to acquire, without payment,
state school trust lands for a federal irrigation project. The court
concluded that a donation of the school trust lands to the U.S. would
constitute a breach of trust by the trustee (State of Washington).

SAW 1/85




SCHOOL TRUST LAND MANAGEMENT IN OTHER STATES

It has been a common practice for the United States to grant federal
public land to the states for school purposes. The grants vary in
their provisions. Some are general, merely granting the lands "for
school purposes." Other grants make specific provision for the use

and disposal of the lands and contain provisions for the enforcement

of the terms of the grants. Usually the enabling act under which the
state entered the Union refers to a present or anticipated school land
grant and the state Constitution provides either restrictions on the
use of the lands or the use of their proceeds, or on both, leaving

to the Legislature the task of carrying out the purposes of the grants
and the constitutional restrictions. The courts of the various states
have placed different interpretations upon the particular grants and
constitutional provisions. In some cases similar grants and constitu-
tional provisions have been construed in a contrary manner with respect
to the use and disposition of school lands. From AGO Opinion by Stanley
Mosk, Attorney General, Paul M. Joseph, Deputy; Opinion No. 63-48-

June 5, 1963. (California)

Every state in the Union admitted since 1802 has received a land grant for
public schools except Texas, which retained all of its public lands, and Maine
and West Virginia, in which the U.S. had no lands to give. From 1802 to 1948,
states were granted one section per township for public schools.

California, in 1853, was the first state to receive a grant of two sections

for its public schools. Minnesota, in 1857, was the second. Thirteen more states

during this period of time, all western states received two sections. Then Utah,
Arizona and New Mexico received four sections because the lands were arid and
of such low value.

The following is a summary of statements from materials on other states'
management of their school trust lands.

Alaska:

-State law in 1978 redesignated school trust land, and other trust lands, as
general grant land.

—Prior to 1978 trust lands were managed for revenue production but there were
leases at less than fair market value.

-A law suit between the University of Alaska and the State of Alaska concluded
that it was a breach of trust te include trust land in a park without compensa-
tion,

-Another law suit between the University and the State concluded that leases
at less than fair market value breaches the trust agreement.




Arizona:

-The State's guiding philosophy in administering it's trust acreage is to generate
the highest possible revenue therefrom "consistent with good management practices
and sustained yields.

-By law, all state lands, except those under mineral application, must be classified
by the State Land Department prior to leasing, and such lands may only be leased
under the classification sofixed.

California:

Legislative findings and declarations.

-Past policies of the State resulted in significant depletion of the inventory
of lands granted by the federal government for the purposes of providing
fiscal support for the public school system.

-It iIs essential that all remaining school lands and attendant interests

be managed as an economic base for support of public schools and that these
assets be maintained and supplemented to optimize their revenue generating
capabilities.

-The commission shall plan, identify and pursue all transactions including
exchanges, sales and acquisitions which would beneficially facilitate the
management of school land interests.

-It is the policy of the State that the commission take all action necessary
to fully develop school lands, indemnity interests and attendant mineral
interests into a continuing and permanent resource base.

-It 1s in the State's best interest that school lands be developed and managed
as a revenue source and it is legislative intent that fair market value

be a primary criterion in determining if proposed use or dispositions of

land should be approved.

-The blocking up of school lands into contiguous parcels is essential to
sound and effective management and the power to acquire lands by exchange
or purchase is elemental to this process.

-Section 1, Chapter 4, Public Resources Code.

Colorado:

-State constitution provides for sale or other disposition of lands "in such
manner as will secure the maximum possible amount therefor."

-Land Commissioner states that "I think it is a challengeable error to acknowledge
benefits other than revenue, except to the extent that we can relate to future
advantages by deferring immediate revenues." Also,

-"The legislature cannot limit our ability to maximize return, at least not directly,
Because we are dependent on it for our funding, there are indirect controls."




Colorado (cont'd)

-"In regard to environmental considerations, I would like to exchange out of
sensitive properties.”
-The Colorado State Board of Land Commissioners, unlike other state agencies,
derives its mission and its authority from the state Constitution, rather than
from the statutes. This is an important difference, since it means that in
instances where the statutes are in conflict, or contrary to the Board's constitu-
tional charge it is the Constitution which prevails.

Montana:

-State statutes read "The Board shall manage state lands under multiple use con-
cept..so that they ar